Annapolis New York

Law Offices Atlanta Northern Virginia
Bethesda Orlando
HOLLAND & KNIGHT LLP Baston Portiand
Bradenton Providence
2099 Pennsylvania Avenue, N.W. Chicago St. Petersburg
Suite 100 Fort Lauderdale San Antonio
. Jacksonville San Francisco
Washington, D.C. 20006-6801 Lakeland Seattle
Los Angeles Tallahassee
Telephone: 1-202-955-3000 Melbourne Tampa
Telefax: 1-202-955-5564 Miami Washington, D.C.

www.hklaw.com West Palm Beach

International Offices:

Caracas* S&o Paulo
Mexico City Tel Aviv*
Rio de Janeiro Tokyo

*Represgﬁglwg Rifte P. WAITE
Direct Dial: 1-(202) 828-5087

E-Mail: fwaite@hklaw.com

January 4, 2002 KIMBERLY R. YOUNG
Direct Dial: 1-(202) 828-5094
E-Mail: kyoung@hklaw.com

VIA E-MAIL
PuBLic DOCUMENT

The Honorable Robert B. Zodlick

U.S. Trade Representative

OFrrICE OF THE U.S. TRADE REPRESENTATIVE

600 17th Street, N.W.

Washington, D.C. 20508 This Letter Contains No Confidential Business Information

CC: Mr. Andrew Stephens
DIRECTOR FOR STEEL TRADE PoLicy

Re Comments on Remediesfor Stainless Steel Wire and Rod

Dear Mr. Ambassador:

Onbehdf of the members of the AMERICAN WIREPRODUCERSASSOCIATION (“AWPA”),
atrade association whose members produce and sdll inter alia stainless steel wire in the United
States, we respectfully submit the following written comments on the most effective and
appropriate remediesfor sainlesssted wireand rod under Section 203 of the Trade Act of 1974,
as amended (19 U.S.C. § 2253). These comments are being submitted in accordance with the
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The Stainless Committee of the AWPA includes more than a dozen U.S. manufacturers
of ganlesssted wire which account for the vast mgority of stainless sted wire produced
in the United States. They dso account for the overwhdming percentage of sainlesssteel
wire rod consumed in the United States.
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notice published by the OFrFICE OF THEUNITED STATES TRADE REPRESENTATIVE 0n October 26,
2001,? and subsequently amended on December 28, 2001.%

l. THE Most EFrFecTivE REMEDY FOR STAINLESS SteeL WIRE Is
AN INCREASED TARIFF FOR A THREE-YEAR PERIOD

In the remedy phase of itsinvedtigation, the U.S. INTERNATIONAL TRADE COMMISSION
(“CommissioN”) overwhdmingly recommended higher duties for al stainless stedl products —
induding wire and rod.# The Stainless Committee of the AWPA supports the imposition of a
three-year tariff remedy for sainlesssteel wire. In particular, the AWPA would recommend atariff
of 30 percent during the first year of the remedy, declining to 25 percent in the second year, and
20 percent in the third and find year.

The initid tariff of 30 percent is based on the margins of undersdling found by
the CommissiON initsinjury investigation. For Sainlesswire, the marginsof undersdling wereas
high as 32.1 percent. Therefore, only a 30-percent tariff will effectivey diminate the pervasive
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Trade Policy Staff Committee: Public Comments on Potential Action under
Section 203 of the Trade Act of 1974 with Regard to Imports of Certain Sedl,
66 Fed. Reg. 54,321 (October 26, 2001) (hereinafter, the “TPSC Public Comments
Notice").

1w

Trade Policy Staff Committee: Extension of Deadlinefor the Submission of Written
Commentson What Action, If Any, the President Should Take under Section 203 of
the Trade Act of 1974 with Regard to Imports of Certain Steel and Responses to
Such Comments, 66 Fed. Reg. 67,349 (December 28, 2001).

4 Three members of the Commission found that increased importswereasubstantial cause
of serious injury or threet thereof to the domestic Stainless wire industry. The statute
permits the PRESIDENT to determine that a Slit vote is an affirmative finding of serious
injury. In the recent Section 201 investigation of carbon and dloy sted wire rod, the
PRESIDENT determined that a amilar vote by the Commission (i.e., three votes of no
injury; two votes of seriousinjury; and one vote of threat) was anafirmaive vote of injury
and granted relief to that indudtry.
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undersdling by imports of stainless wire and dlow U.S. producers to recover some of the price
level sacrificed asimport volumes increased.

The Stainless Committee believesthat anincreased tariff will provide amore effective and
less disruptive remedy than a quota or other measure to temporarily limit imports. Fird, thereis
a wide variance in the types and vaues of ainlesswire. A quota, for example, may encourage
the migration of imports into the higher vaue products since the same quantity of merchandise
would redlize proportiondly larger revenues. This result would distort existing market conditions
and cause additiona seriousinjury to domestic producers that have upgraded their product mix.
Second, if domestic demand were to surge for a particular type of wire, a higher duty would not
prevent needed materia from entering the country.? Third, atariff is easier to administer than a
system of quotas or other import restraints. Findly, as noted earlier, an increased duty would
provide direct rdief to an industry that is suffering from low-priced imports with undersdling
margins as high as 32 percent.

The AWPA aso reiterates that it does not believe that Canada or Mexico contributed
importantly to the seriousinjury suffered by the domestic Sainlesssteel wireindustry. Accordingly,
the AWPA supportsthe CommissionN’ sdeterminationto excludethe NAFTA countriesfromany
remedy on stainless sted wire or rod.

o A taiff remedy would also work well with ashort supply provison, alowing additiona
suppliesto be imported immediately. The AWPA supports the adoption of a short supply
programinthe event that domestic producers are unable to meet the demand for acertain
type, gradeor qudity of sed. To implement such a program effectively, the standardsto
qudifywould have to be clearly set forthinwriting, and prompt determinations would have
to beissued. In generd terms, a short supply exceptionto aquota or tariff remedy could
be granted under the following circumstances: (1) if thereisno domestic production of the
product; (2) if the domestic industry does not produce sufficient quantities of the product
on atimely bass; or (3) if the domestic product is not of sufficient qudity.
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. THE REMEDY IMPOSED ON STAINLESS WIRE MusT BE AT LEAST AS
REsTRICTIVE ASANY REMEDY IMPOSED ON STAINLESS ROD

Inthe remedy phaseof the CommissioN’ sinvestigetion, there were threepairsof products
with an upstream-downstream relationship: (1) hot-rolled flat steel productsand other flat-rolled
stedl products; (2) hot-rolled bar and cold-finished bar; and (3) stainless sted wire rod and
danless steel wire. The relaionship for each of these pairings is based on the fact that the
upstream product is necessary for the production of the downstream product. Asaresult, any
redtrictions placed on the upstream product will have adirect impact onthe industry producing the
downstream product.

Based on these relationships, it seems unquestionable that the proposed remedies for the
upstreamindustry must be crafted to take into account the effectson downstream production. The
remedies recommended by the CommissioN for the first two product pairings seem to recognize
this relationship, because the CommissioN recommended the identical remedy for hot-rolled flat
productsasfor other flat-rolled products® and aso the same remedy for hot-rolled bar asfor cold-
finished bar. However, the CommissioN apparently falled to consider the impact onthe domestic
gainlesswireindustry whenit madeits recommendations for stainlessrod and wire. For stainless

g See Volume |: Determinations and Views of Commissioners, Inv. No. TA-201-73,
USITC Pub. 3479 (December 2001) at 363 ("We recommend the same additiond tariff
rate on dl certain flat-rolled steel S0 as not to give rise to product shifting among imports
of various types of certain carbonflat-rolled stedl, whose productionprocesses are closdly
interrelated.").

u Only Commissioner Devaney recommended identicd rdlief for sainlessrod and wire. See
id at 541 ("While the production processes of stainless sted wire differed from bar, rod
and tool sed, | believe asmilar method of relief should be applied to stainless sted wire,
because sainless sted rod isthe feedstock for stainless steel wire. This consistency will
prevent distortive effects on the gainless steel wire market due to changes in the market
for stainless sted rod.").
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wire more than any other downstream product, it is essentid that the remedy imposed be at least
as redtrictive as the remedy imposed on stainlessrod#

The remedy imposed on gtainless wire mus be at least as redrictive as any remedy

imposed on stainless rod for the following reasons:

+ Currently, stainless wire companies (i.e., rod consumers) must contend
with antidumping and countervailing duty orders on nine of the ten most
dgnificant sources of foreign stainless rod.? The only sgnificant rod
supplierthat has escaped these regtrictions isthe United Kingdom.l This
isparticularly sgnificant inlight of the fact that thereis only one established
domestic producer of stainless rod supplying the U.S. market.

1%
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There are two sgnificant differences between the first two pairings and sainless rod and
wire. Firg, the domestic stainlesswireindustry — withthe exception of one company —
must purchase its raw materid input — stainless rod — inthe open market. On the other
hand, most producers of cold-rolled flat products aso produce hot-rolled flat products,
and many producers of cold-finished bar a so producehot-rolledbar. These producersare
not dependent on the market for ther direct inputs to the same extent that independent
wire drawvers are. This dependence of the U.S. wire industry is further magnified by the
fact that wire rod congtitutes as much as 60 percent of the cost for most sainless sted
wire. For some lower grades of wire, wire rod can account for 80 to 90 percent of the
cost of the finished wire. Second, thereis only one established producer of gainlesssted
wirerod in the United States. 1tis CARPENTER TECHNOLOGY CORPORATION, Whichaso
producesstainless steel wireindirect competitionwithits customers, who are independent
wire producers.

Incontrast, 26 countriesexported danless sted wireto the United Statesin 2001. None
of them are subject to antidumping, countervailing, or other trade restrictions.

China, Egypt, Germany, the Netherlands, and Trinidad and Tobago have each shipped less
than 1,000 net tons to the United States this year. The rest of the countries supplying
stainless rod to the United States — except for the United Kingdom — are under order.
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+ A more redtrictive remedy onimportsof rod & this time would inevitably
lead to downstreaming — i.e., foreign producers shifting their production
fromdainlessrod to stainlesswire for the U.S. market. Thisstuationwill
be exacerbated if less effective import redtrictions are imposed on wire
than on rod.

+ A more redrictive remedy on rod than on wire could aso force
independent wire companies in the United States to st down wire
production and lay off employees. These companies cannot compete
effectively withlow-priced wireimports— often priced bel ow the cost of
production in the United States — if the cost of ther raw materid is
increased or if the remedy imposed on rod limits availability.

1. THE AWPA SUPPORTS THE ADMINISTRATION'S EFFORTS TO ELIMINATE
GLoBaL OVERCAPACITY AND SUBSIDIES ON STEEL THROUGH
INTERNATIONAL NEGOTIATIONS

When PresIDENT BusH announced his decision to request a safeguard investigation of
various steel products, he aso announced hisintentionto pursue internationa negotiations withour
trading partners concerning globa overcapacity and government subsidieson sted. The AWPA
recognizes that these problems are at the root of the dramatic increases in imports of certain sted
products in recent years and the harmful price declines caused by those imports. The BusH
ADMINISTRATION’ seffortsto reachinternationa agreement to address these structurd problems
in the globa stedd market are an important first step to eiminating their effect on the U.S. market.

The AWPA whally supportsthesestepsto devel op acomprehensive solutionfor the global
steel sector. However, the AWPA aso recognizes that these negotiations have just begun, and
concrete resultswill take some timeto redize. Inthe meantime, it is essentid that U.S. producers
of sanlesswire receive temporary relief from the price effectsof imported wire in order to alow
a period of adjusment. As set forth in our submission to the OFFICE OF THE UNITED STATES
TRADE REPRESENTATIVE, dated November 5, 2001, the stainless members of the AWPA have
prepared a comprehensive and redlistic adjussment plan that will facilitate efforts by the ainless
ded wire industry to compete more effectively with imports.
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In accordance with the TPSC Public Comments Notice, we ae submitting
these comments not later than noon on Friday, January 4, 2002. In addition, we have elected to
file this submisson dectronicdly to FROO01@ustr.gov, as provided in the TPSC Public
Comments Notice.

Please do not hesitate to contact the undersigned if you have any questions.
Respectfully submitted,
/sl

Frederick P. Waite
Kimberly R. Young

Counsel for
STAINLESS COMMITTEE OF

THE AMERICAN WIRE PRODUCERSASSOCIATION
FPW:dg
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